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HIGHLIGHTS 1975 


ABACUS 


FINANCIAL 


Net Earnings 


Net Earnings Per Share — Weighted Average 


Net Earnings Per Share — Fully Diluted 
Cash Flow 
Cash Flow Per Share —- Weighted Average 
Total Assets 
Total Revenues 
Rental and Management Income 
Shareholders’ Equity 
Common Shares Outstanding 


COMMON SHARE PRICE RANGE 
Quarter Ended: 


March 31 
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1975 _— Increase 1974 
$ 1,519,789 158% $ 589,333 
$ 3.68 81%  §¢ 2.03 
$ 2/8 142% $ 115 
$ 2,876,017 176% $ 1,040,831 
— 7.0 94% $ 3.61 
$16,657,901 32% $12,623,206 
$17,215,041 124% $ 7,693,049 
$ 635,311 26% $ §©503,180 
$ 3,647,746 95% $ 1,866,272 
459,474 31% 351,046 
1975 1974 
High Low High Low 
$ 5.50 $ 5.00 re = 
6.25 5.25 = = 
8.25 6.00 $55.75" % 4.40 
13.00 6.25 5.00 4.45 


(Above prices are prior to 5:1 stock split effective March 3, 1976) 


OPERATIONAL 


Net earnings surpass $1 million 
milestone. 

Cash flow exceeds $1 million in 
quarter of 1975. 

Established operations in Vancouver and 
Victoria, headed by William H. Rogers 
and Pal A. Levitt. 

Abacus remains Calgary’s largest multi- 
family builder. 

Construction speed improved 30% over 
1974. 


last 


Introduction of new patio home and 
stacked townhouse designs. 

Short-term bank credits greatly increased 
to provide for 1976 construction volumes. 
Equivest Ltd. markets $24 million of 
Abacus product. 

Second level management strengthened 
and expanded. 

Construction starts on 1,500 units ex- 
pected in Alberta for 1976. 

Over $27 million of contracts carried 
forward into 1976. 
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TO OUR SHAREHOLDERS 


1975 was an excellent year! 

We were pleased to surpass a major 
milestone of any company in achiev- 
ing over $1 million of after-tax 
earnings for the first time. Our $1.5 
millionof net earnings and $2.9 mil- 
lion of cash flow from operations for 
1975 projected Abacus past hundreds 
of public companies and into a much 
different league of financial maturity. 
When coupled with our expectations 
for 1976 operations, plus recent finan- 
cing and personnel achievements, we 
feel that we have finally gained the 
most necessary ingredient in our in- 
dustry — staying power. 


Continued Financial Success 


Every year since incorporation in 1970, 
Abacus has improved its net earnings, 
and 1975’s 158% increase, to $1.5 
million, raised our net earnings an- 
nual compound growth rate to 82%. 
Our 176% increase in cash flow to $2.9 
million, raised our cash flow annual 
compound growth rate to 112%, and 
amounted to nearly 15 times our an- 
nual cash flow of only five years ago. 
Another financial milestone passed by 
Abacus in 1975 was to earn over $1 
million of cash flow in one quarter — 
achieved in the last quarter. Total 
revenues increased 124% to over $17 
million and total assets increased by 
one third. 

Shareholders’ equity in accordance 
with the balance sheet increased 95% 
to over $3.6 million, however, in- 
cluding current market value ap- 
praisal surplus and a discounted 
valuation for presold, ‘‘cost-plus’’ 


projects under development, it is the 
opinion of management that Abacus’ 
net worth is between 4 and 5 times 
this amount. 

We are particularly pleased with our 
current liquidity position — Abacus 
has a good cash position, we have 
good cash flow, and we owe very little 
in short term obligations, including 
chartered bank loans, that’ is not 
matched to specific takeout financing. 
In addition, we have arranged signifi- 
cant financing for long term portfolio 
acquisitions, developments for port- 
folio, and back-up financing for our 
construction operations. 


Capital Use Best in Canada 


While we were able to greatly im- 
prove our liquidity, we were still able 
to keep our resources working. 
Abacus has always had an extremely 
high productivity of capital — our 
return on funds available to us — and 
1975 was our best year to date. In less 
sophisticated but easily comparable 
terms, our net earnings return and 
cash flow return on shareholders’ 
equity at the beginning of the year 
were 81% and 154% respectively, for 
every dollar of equity in your com- 
pany, we produced 81¢ of net earn- 
ings and $1.54 of cash flow from 
operations in 1975. To the best of our 
knowledge, these are both by far the 
best reported in our industry in 
Canada in the past year. 

We are able to achieve these produc- 
tivity results due to both our large 
‘sell before development, cash in ad- 
vance”’ program, which dramatically 
reduces interest costs, selling and 
carrying risks, and fast turnover of 


units through construction speed ani 
design repetition. The ability to us: 
deferred tax funds and relatively goor 
gross margins also contribute. 


Common Shares: Price, Stock 
Split and Dividend 


Since our public issue and listing il 
1974, Abacus common stock pric: 
rose from $5.50 per share to $15.50 il 
mid February 1976. While this increas: 
is relatively good in percentage terms 
it is less than our increases in earning 
and cash flow, meaning Abacus’ com 
mon shares are still at relatively lov 
price/earnings or cash flow multiple 
— 4.2 times and 2.2 times respectively 
Considering our excellent earning 
prospects for 1976, your Director 
elected to split the stock on a 5: 
basis, effective March 3, 1976. In ou 
opinion, this will bring the stock pric: 
per share back to a level that wil 
enhance the potential of the shar 
price to at least grow with our casl 
flow. 

As was the case in 1975, an annua 
dividend of 40¢ per common shar 
was declared for 1976, payable Marcl 


Dr. Kenneth Rogers, President, (left) and 
William H. Rogers, Senior Vice President. 


An extensive addition to Norbrent Shopping 
Centre, Calgary, was completed in 1975. 


Linkside — our 119 unit townhouse project in 
South Calgary. 


February 27, 1976. While the directors 
would have considered a larger divi- 
dend because of our increased earn- 
ings, current federal restraints on 
dividend increases precluded this. 


Work in Progress Exceeds 
$50 Million 


Due to the fact that most of our work 
is being done on behalf of others and 
is recorded only as work is performed, 
it is difficult to realistically assess the 
scale of Abacus operations. Note 2 to 
the Statements indicates that the total 
value of work in progress during 1975 


amounted to over $50 million of 
which $23 million has been completed 
($16.5 million into revenues in 1975), 
leaving over $27 million to be taken 
into revenues in the future. A substan- 
tial portion of these future revenues 
relates to land contracts, each of 
which will almost certainly generate a 
cost-plus building contract in time. 
Because these building contracts are 
not presently committed, their value 
has not been included, but they will 
ensure very significant increases in 
revenues and income beyond the 
stated $27 million figure over the next 
two years. 


New Operations — 
Vancouver and Victoria 


At the end of August, Abacus in- 
creased its major operating divisions 
from three to five, with the estab- 
lishment of permanent offices in 
Vancouver and Victoria. 

The Vancouver operations are headed 
up by Senior Vice President William 
H. Rogers, one of the two founders of 
the Company and a major share- 
holder. The Vancouver — Island 
Operations are headed up by ex- 
Victorian and long-time Company 
executive, Vice President Pal A. 
Levitt. As with our operations in 
Calgary, Edmonton, and Central B.C., 


these executives will be totally 
responsible for the Company’s 
activities and operations in_ their 


respective geographical areas. 

It is expected that the Company will 
concentrate on improving and expan- 
ding its existing divisions rather than 
undertaking any further geographical 
expansion in 1976. This will include 


the establishment of new, relatively 
autonomous, profit centres within 
these divisions. 

Vancouver division has purchased 
15.4 acres in the Guildford area of 
Surrey for 186 units of stacked rental 
townhousing to commence in mid- 
1976; and the 43 acre Hollies Golf 
Course in Surrey on the Langley 
border, for 276 units of multiple and 
patio housing to commence in late 
1976 or early 1977. 


Strathcona Breakthrough in Calgary 


Calgary City Council recently gave the 
green light to development of 
Strathcona Heights where Abacus has 
its major commitment to longer term, 
larger scale land development in 
Calgary. The approval is first subject to 
the finalizing of Design Briefs, 
however it is possible that construction 
could start in 1976. 

Calgary division is close to com- 
mencing work on over 700 rental units 
in three major projects and should 
start over 1,000 such units in 1976. 
Abacus continues to be Calgary’s 
largest builder of multiple housing. 


Edmonton Wins Project Competition 


In late 1975, Abacus was honoured in 
being selected by the City of Edmon- 
ton from 18 applicants, in architec- 
tural competition, to develop a highly 
desirable major new site in Mill 
Woods. Edmonton division expects to 
start approximately 500 units in 1976 
and we expect a substantial profit 
contribution from this 2 year old 
operation. 


Wendell H. Laidley, (left), Ron Sawchuk, and 
Dr. Kenneth Rogers examine the site location 
of the recently approved Strathcona 

Heights sub-division. 


| fp a 
Sahali Approvals in Kamloops 
After considerable difficulty, 
Sahali Terraces project containing 104 
uniquely designed semi-detached 
homes, 74 multiple units and minor 
commercial, was recently approved 
by Kamloops City Council and con- 
struction will start in early 1976. In ad- 
dition, a 96 unit stacked rental 
townhouse project, Sahali Mews, was 
also approved. 


our 


Management Depth 


While Abacus has always had ex- 
cellent senior management, during 
the past two years, concerted efforts 
have been made to attract and 
develop new management talent who 
can make significant contributions to 
the Company’s spectacular growth 
rate. This is evident in the fact that 
eleven members of the management 
team have Master of Business Ad- 
ministration degrees and numerous 
additional personnel have equivalent 
training in engineering, accounting, 
or other studies. We have been pleas- 
ed that we have been able to both at- 
tract and hold these capable people. 


Major Management and 
Corporate Changes 


Mr. Ronald R. Sawchuk has taken over 
our largest division, the Calgary divi- 
sion, effective January 1, 1976. Mr. 
Sawchuk has been with Abacus for 
two years during which time he has 
been responsible for project design 
and processing. Overall corporate 
operations have been separated from 
the Calgary division and will continue 
to be located in Calgary. It is a major 
corporate objective of 1976 to further 
de-centralize corporate operations 
and have all division-related work 
performed by and accounted for by 
the respective divisions. 


Corporate operations have been 
greatly strengthened by the addition 
of Mr. Ross Amos in corporate 
finance. Mr. Ronald Lefebvre has 
been given corporate responsibility 
for the co-ordination of all company 
marketing. Mr. Roger Wilson has 
been successful in generating new 
financial sources and other in- 
volvements for the Company. Calgary 
division was fortunate to have Mr. 
Bryan H. Ketcheson join the Company 
after 11 years with Imperial Oil. He is 
now responsible for the design and 
processing of Calgary projects. Mr. J. 
David Carlson has moved strongly 
into divisional finance. 


Of special note, is the exceptional job 
being done by our Calgary construc- 
tion operations headed up by 
Construction General Manager, Mr. 
H.R. (Hal) Thompson and his Senior 
Superintendents, Mr. Al Szymanek 
and Mr. Darryl F. Neighbour. 


Sales Operations Key to Success 


In 1975, Abacus sold $22 million wortt 
of land and building developmen 
service contracts and over $2 millior 
of mortgages. This operation, per: 
formed through our sales division 
Equivest Ltd., has been instrumental ir 
providing Abacus with its ‘‘sell before 
development, cash in advance’ 
program. Messrs. Donald N. Palser 
President of Equivest Ltd., Gene C 
Patton, Vice President and Michae 
Halverson, Edmonton Manager, have 
done an exceptional job for us te 
date. We are currently establishing « 
similar sales operation in  Britist 
Columbia. 


Outlook 


Providing mortgage funds do no 
become “tight”, 1976 will be our bes 
year with an approximate doubling o 
1975 results from our Calgary divisior 
alone. In addition, we expect ou 
divisions in Edmonton, Central B.C 
and Vancouver to show the begin 
nings of major cash flow con 
tributions. Victoria has been concen 
trating on portfolio projects. 
Our timing in entering the Britis! 
Columbia market was excellent anc 
we are participating in a majo 
expansion there, while Albert 
continues to be strong. 


Cordially yours, 


) On behalf of 
the Board 
of Directors 


Kenneth D. Rogers 
William H. Rogers _ ) 


March 1, 1976 
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SIX YEARS OF GROWTH 


OPERATIONS 


Total Revenues ........... 
Net Earnings — After Taxes ... 


Net Earnings Per Share 
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Net Earnings Per Share 
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Cash Flow Per Share 
— Primary 

Rental and Management 
Income 

Earnings Return on 
Shareholders’ Equity 


— Beginning of Year ..... 


Cash Flow Return on 
Shareholders’ Equity 


— Beginning of Year ...... 
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Six Year 


100% 
82% 


76% 


94% 
112% 


77% 


11% 
58% 


(av.) 


(av.) 90% 


FINANCIAL POSITION 


TotaliAssets ee iii mice 
Shareholders’ Equity....... 
Shareholders’ Equity Per Share 


Common Shares 


— End.of Year iia ieee 


Common Shares 


— Weighed Average ..... 


Common Shares 


— Fully Diluted tate jis: 


Preference Share Dividend 


Rate eal a Auth 1 Ua tena aloes 


mat Lala gy galeralrhnisurea a Witte Putie 


Number of Shareholders 


— Preferred .)....0. 600058 


oe eee 


Annual Compound 
Growth Rate 


1974 
$ 7,693,049 
$ 589,333 
$ 2.03 


$ BL ts) 
$ 1,040,831 


$ 3.61 


$ 503,180 


61% 


107% 


$12,623,206 
$ 1,866,272 
$ 5.32 
351,046 
288,351 
512,042 

$ 0.80 
297 
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1973 
5,872,283 
376,412 


1.41 


$ 

$ 

$ 

$ 0.78 
$ 686,641 
$ 2.60 
$ 


489,656 
59% 


109% 


$ 7,737,799 
$ 964,253 
$ 3.65 
264,182 
264,182 
476,580 

$ 0.65 
61 


10 
41 


1972 


839,529 
107,309 


0.39 


0.22 
177,243 


0.68 
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308,879 


20% 


33% 


$ 5,045,545 
$ 639,280 
$ 2.46 
259,522 
259,522 
489,296 

$ 0.65 
54 


24 
20 


1971 
1,517,187 
82,057 


0.30 


$ 

$ 

$ 

$ 0.16 

$ 194,716 

$ 0.75 

$ 366,558 
19% 


46% 


$ 3,226,597 
$ 536,770 
$ 2.06 
259,522 
250,793 
450,793 

$ 0.65 
50 


24 
10 


1970* 


539,993 
75,076 


0.22 


$ 

$ 

$ 

$ 0.10 
$ 66,678 
$ 0.40 
$ 


371,104 


$ 3,351,602 
$ 424,757 
$ 1.60 
250,000 
250,000 
450,000 

$ 0.56 
50 

24 


16 
(*8 months - 


Incorporation, 
April 9, 1970) 
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$1,600,000 
$1,400,000 
$1,200,000 
$1,000,000 
$ 800,000 
$ 600,000 
$ 400,000 


$ 200,000 


$8.00 
$7.00 
$6.00 
$5.00 
$4.00 
$3.00 
$2.00 


$1.00 


$18,000,000 
$16,000,000 
$14,000,000 
$12,000,000 
$10,000,000 
$ 8,000,000 
$ 6,000,000 
$ 4,000,000 


$ 2,000,000 


NET EARNINGS 
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PER SHARE 


1973 1974 1975 


NET EARNINGS 


CASH FLOW 


1971 


197216) 1973/5 A974 


TOTAL REVENUES 


4970; 1971\; 1972 


1973119745. .1975 


$3,000,000 
$2,600,000 
$2,200,000 
$1,800,000 
$1,400,000 
$1,000,000 
$ 600,000 


$ 200,000 


160% 
140% 
120% 
100% 
80% 
60% 
40% 


20% 


$4,000,000 
$3,600,000 


$3,200,000 
$2,800,000 
$2,400,000 
$2,000,000 
$1,600,000 
$1,200,000 
$ 800,000 


$ 400,000 


CASH FLOW 
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RETURN ON EQUITY 
(As a % of shareholders’ equity ———— 


at beginning of year) 
NET EARNINGS @ 
CASH FLOW. & 
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SHAREHOLDERS’ EQUITY 
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CONSOLIDATED BALANCE SHEET 
AS AT DECEMBER 31, 1975 


ASSETS Note 1974 
Cash edie aha ele aie bie Le OSCR ELS ALM eee OREO tare a ae $ 709,704 
Accounts receivablen agi ake i eal i eenal aa ee en a aie Dele aa 3 4,124,559 
Projects under development 
Building Contracts (isc Waele ai Ne Sa fay es a Mien eta eee ke eae eee 4 1,783,568 
Land Contracts iii ee Wiis tea eta ee elves SURI paca ae ciao ELIT ara a 4 573,386 
Land held for future development). 3) )S iguana ea ae 4 911,924 
Investments in associated companies 4.2.5) 2 U1 ae eee ere a 5 333,541 
Revenue producing property investments ..............00+e eee eee 6 3,951,850 
Deposits, prepaid expenses and other assets ................-.-2--- 7 129,374 
Financing and share issue costs! (2), Gib eh cleanest aan tee REA 105,300 
_ $12,623,206 


Approved on Behalf of the Board 


KENNETH D. ROGERS 


Directors — 
WILLIAM H. ROGERS _ ) 
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LIABILITIES Note | 1975 1974 
AT a AE a Saag ea coh aa) a a 8 5 = &£«$ + 255,000 
Pecans Navaple anc accrued liabilities. 66) ln ck ee ce es | 1,642, 680 1,018,106 
Cee CEREALS a SGI Rigel atc a a 3 | 1,002,273. 1,747,342 
TAS AVA CN. ae ih er tiei are Male diets lle Ss wide ie dink daw os 9 1 35 oat 1,222,412 
Mortgages payable oe 
PME INGeHUeVelOOMeNnt ios. Coes ese Ce Wicks cele k eee soles 9 _ 2,932,564 2,605,880 
Sev emue DFOGUGING DFODETUES Held! iia nie chsles bis eicle wisb discs a es 9 : 3, 276, UC2 | 3,151,102 
NE UPAR Cli Me RL CT Sn GB uk Wc le ae: bleuety ier «els 10 |, 38,300 95,651 
ee MRM PCBITIS LAKES MM ee he KGLO AW a siuucriee givte's\'eie ei Sa aide Wleldcal che at Ae 2,249,138 932,238 
| 13,277, 2768 11,027,731 
PR CE MLE CUDANUMETS oy Sule d sig ei eielecielajs cua cele a S PRED Ou sla 12 on. he (270,797) 
SHAREHOLDERS’ EQUITY 
OE SNOO Cami ca NNEC EN Se te Lo eda ania lalig ae Ais) an 125, 423 698,424 
eee GCAO FESeIVe TUNG a woh ee ae oe 060 — 73,060 
PE eS Ess AN Ca Ee ae RUA Pe OE aaa | 2,449,263 1,094,788 
ae 647, Ly 1,866,272 
$ 16,657,901 $ 12,623,206 
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CONSOLIDATED STATEMENT OF EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1975 


REVENUE Note fritid 7d MRT 
Contract revenues 
TOT ola En ecu EERE CUA MI AOS REY kD 2 $ 2,578,386 
Aenea enna an ela AD SMO ACM C GM IE Ot aS reper ARE Iva!) py 4,496,678 
7,075,064 
Rental incomes ee ae ee A ae a aie onan Tene a ace a eRe 460,590 
Rentali management INCOME Hy ee re Tatu gaat ea Uiaay i saa 42,590 
Consulting, interest and other income of. iu). ee aa eh ent alennt 88,907 
Income from investments in associated companies ..... miata Car esto te bila 25,898 
_ 7,693,049 
EXPENSES 
Cost of contracts) 1 fee a a aan an enn ae eee 4 5,472,364 
Rental operations —— interest) ie cKO aetna ae i east ale ne 254,104 
—operatingiexpenses yi) u a Saeed adie malaee ND 154,660 
General-and administrative) 6 ee eee Ts vniteslty AN aA a He 646,828 
INTER ESE eel eee eM AU Oe Ae a a ea 99,379 
Depreciation and amortization: i...) iui hou ure uence ane alenareleneinerel epee aunty 15,940 
6,643,275 
1,049,774 
Gain on sale of revenue producing properties ............... SUEY 112,763 
1,062,557 
[nterest‘of limited: partners aoe eS ee mane aaa 12,124 
EARNINGS BEFORE INCOME TAXES ................ 0.000 c eee euee 1,050,433 
Income taxes 
GUIDE Lisa ais EE a. Ce ah a alouhial aah eda tal olan eva, mie?) 
Deferred ee eda ital a i Ae eas en ate ea AAG, MRM Hp i na Al 461,100 
NET EARNINGS FOR THE YEAR .............. As aves al AL ae Re LaLa $ 589,333 
EARNINGS PER SHARE 
Net Garningsice cu un iimenn arlene tania ME oni eater ae ae Doe eee hae $ 3.68 $ 2.03 
Fully diluted net earnings ....... REI VE 5 USUI Sec ach an HE a 16 2.78 15 
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CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1975 


1974 
eee ETM OIE AOL TEIVEAR iC). sig bd vin isiaivin d Giahieielb bitilee lsd Wie Se bials beh g $56 511/026 
Rem es POMS VAIN Nd ete Mea) alec sine cade a bs casi actolt ely ecule aie duet aogllaal4 589,333 
1,100,359 
ens MAT CIVINCHUS i. widiniie mie hele kik gee hb ickeebld eee (3,668) 
AT Ae OR ICHCH USO Noni cliite Guus lid oe eidinl eielewitaskl availa elie ci wcdila aris ella dua: — 
iransento Capital Redemption Reserve Fund). ee ee ey an (1,730) 
Premium paid on redemption of preferred shares ........... 00 cece eee ee eens (173) 
em Oe Nea ee Ue Ca he UCN iy RCCL CS UA $ 1,094,788 
CONSOLIDATED STATEMENT OF CASH FLOW FROM OPERATIONS 
FOR THE YEAR ENDED DECEMBER 31, 1975 
1974 
Beret aa LOE EAR Ca iii. eyaiiats sah ldCU te Ciera wctal ediaty Ceuamme TAMU aN RIE gol PCR Sy $5 589/333 
Non-cash items 
eR COMIC OMNIC TAKES) Miser eiiscr ENA: SANDRA OR eA Us Ma DIN A Ic te dt Tuell nt ue 461,100 
Peel At OMAN AITMORtIZALIONN te i.) (its ia tue ay dile, stbtenaseg a ved ota acel Caper tasan ae lel del 15,940 
Peed PALMERS IMTCTESE INSARMINGS os iclels sig cts gi ceei. Caldlelece  bush a ea RA eae 12,124 
Ganon sale of.,revenue producing properties bs. cic ieaiye de ale eles ole cole le (12,783) 
Income from investments in associated companies ............0 000 e eee eee (25,898) 
ONC YEE SIRES a8 SSI NG ane 1k RU a AL Gf LU MAP 4,683 
1,044,499 


ee OT eCrLOU SATE CIVIC OSs i rk LENT NA ane iil ella at ag 
NET CASH FLOW FROM OPERATIONS 


3,668 


$ 1,040,831 


ee OY 


SOS I OME SoS > FAL Sn SER SR eA ee Een GLUE UA eo eR ey Mi $ 3.61 
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CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE YEAR ENDED DECEMBER 31, 1975 


SOURCE OF CASH i ae Niel a 
Net cash flow from Operations eee ae eater iets cea ees Se aaa ea ear aee $ 1,040,831 
Proceeds from issue of common shares ...... SER Rs RE ea Be ap OO AI Eta at IH , 193,357 
Decrease (increase) in projects under development, 
less related deposits received and financing») ile Se ete (1,019,460) 
Payments received on notes receivable ji... sae ule ee gee elle elena alata rn 
Proceeds from sale of revenue producing properties ...............---.++.++- 3/17 
Financing proceeds 
Mortgages on projects under development......... ieee! ELLA Gia taclaticteli cues telat 2,478,579 
Mortgages on revenue producing properties ............-0 2. eee eee ee eee 485,190 
Notes and finance contracts 2508 ee encase ter eee tei Ramee 53,544 
Bank loans’) ooo ere sah OI iat oe eS ea ee nen ee ee 255,000 
Debenture.. itz che a Sin an Ge ass Ua an Oe an eae tie actly el nC keane sd Or Uae 100,000 
Proceeds from issue of preferred shares) (yeni a) aren Rela aa (eee eee __ 124,900 
$ 3,845,658 
USE OF CASH 
Commonishare dividends 00. ee ee a na Pi has 
Increase (decrease) in accounts receivable from 
completed contracts, less related liabilities) (uo) 0 Gees ae ae 2,159,613 
Increase in notes receivable ......... ida je aaa eda la arcane ete Ne eae nes hag 
Revenue producing property investments ............... Cre ira Mea re a ee 345,656 
Refundable deposits i. cin ee SOE aie eee Seg ea cag 
Investments tn-associated companies) 23) 2a el eine 139,410 
Principal repayments on 
Mortgages on projects under development............. Ppa Pert ae oe ress NONE 85,199 
Bank loans te eco ReeElmn a tayiaieat ace eae Red ve res raed aera bilabial ar alg a 
Mortgages on revenue producing properties ........... RUMEN UR AO RR abe 43,005 
DeEbentuRe i EET aealns TAME oA AL Mr a DN MUL IACI WA tap rsa tai wlliiiale SUININAR Ey | 389,919 
Notes and finance contracts) ......... RULE MN Liisi h uate tite) Sa IR Re APA ay | 16,461 
Decrease in interest of limited partners ..... fai nee Ms eee MOE Bagel aaa a : ‘ 22,607 
Costs of share ISSues se alk HON He Ae ica aaa ab 51,968 
Redemption of Class ““A’’ preferred shares ...... Ieee aeaeemate ne UN LRTe ar SG tap 1,903 
Net change in other assets and liabilities 36.) gD ea ee Me : 151175 
3,406,916 
NET INCREASEINCASH .............. ec BORO vertu nutes eeu 438,742 
$ 3,845,658 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


FOR THE YEAR ENDED DECEMBER 31, 1975 


NOTE 1 — ACCOUNTING POLICIES 


(a) 


General 

The accounting policies followed by the Company and the dis- 
closure of its financial information are in accordance with the 
recommendations of the Canadian Institute of Chartered Ac- 
countants. 


Principals of Consolidation 

The consolidated financial statements include: 

(i) The assets, liabilities and results of operations of all com- 
panies in which the Company holds an interest of more 
than 50%. 

(ii) The assets, liabilities and results of operations of all limited 


partnerships in which the Company is the general partner. , 


These include: 


Triare Investments 

Oxford Mews (1969) Company 
Fourteenth Enterprises 
Linkside Enterprises 


In each of the above limited partnerships, Abacus Cities 
Ltd. (or Triare Development Associates Ltd., in trust for 
Abacus Cities Ltd.) is the general partner and is responsible 
for the operation of the partnership properties and other 
assets. ; 

(iii) The proportionate share of the assets, liabilities and results 
of the operations of joint ventures in which the Company 
participates. 

(iv) The proportionate share, on an equity basis, of the net ear- 
nings or losses of companies in which the Company has a 
substantial interest. 


Capitalization of Costs 

The Company follows the policy of recording direct carrying 
costs such as mortgage interest, realty taxes, and other related 
costs as part of the cost of revenue producing properties under 
construction and projects under development for sale. The 
Company also follows the policy of recording as part of the cost 
of all categories of projects under development, that portion of 
the administrative overhead and interest on general borrowings 
considered applicable. The amounts so capitalized are as 
follows: 


1975 1974 
Administrative overhead....... CPS 7 is Moy LORD 
Interest on general borrowings. . 2,827 {ls sis 
$ 40,000 $ 115,000 


(d) 


Revenue Recognition 

The Company’s current principal source of revenue is derived 
from contracting revenue producing properties for other 
developers, under contracts entered into prior to the com- 
mencement of work on the projects. Upon completion of land 
contracts, the Company will usually enter into building contracts 
with the land owners to complete the developments. Revenue is 
recognized on a percentage-of-completion basis. 


Depreciation Policy 

Depreciation on revenue producing properties is based on the 
sinking fund method, under which fixed annual amounts, 
together with interest compounded at the rate of 6% per an- 
num, are charged to earnings over the estimated lives of the 
properties (40-50 years). Other assets are depreciated using 
either the declining balance or straight-line method depending 
on the type of asset and its estimated useful life. 


NOTE 2 — CONTRACT REVENUES AND DEFERRED 
CONTRACT REVENUES 


Under the percentage-of-completion method of accounting, 
revenues from clients’ contracts are recorded only as work is per- 
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formed. Accordingly, revenues from the uncompleted portions of 
the contracts are not reflected anywhere in the financial statements. 
These amounts are determined as follows: 


Total estimated contract revenues from 


WOFKina DIORRESSGUNINGI9/S oes wreiteel Gees $50,716,000 
Revenues recorded, being value of work 
completed to December 31, 1975 (Note 3) ..... 23,661,102 
($16,490,075 in 1975, balance in prior years) 
Estimated future revenues from uncompleted 
portions of contracts at December 31,1975 .... $27,054,898 


($14,807,573 at December 31, 1974) 


The estimated future revenues are comprised of approximately $18.5 
million of cost plus fee contracts and $8.5 million of fixed-price con- 
tracts. 
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NOTE 3 — ACCOUNTS RECEIVABLE AND DEPOSITS 
ON CONTRACTS 


(a) Contract revenues are charged to clients as work is performed. 
The Company receives payment for this work by way of client 
equity cash and proceeds of clients’ mortgage financing. Ac- 
counts Receivable arise when the value of work completed and 
charged to clients exceeds the payments received; conversely, 
Deposits on Contracts arise when payments received exceed the 
value of work completed and charged to clients. 


The balances in these accounts are determined as follows: 
Value of work completed to December 31, 1975 

CINOEG 2) igh sess ah yeh a heat ae ocean er $23,661,102 
Less payments received ..............-- 18,848,192 


$ 4,812,910 


The above total is the net of: 


NOTE 5 — INVESTMENTS IN ASSOCIATED COMPANIES 
Investments in and advances to associated companies, equity basis: 


1975 1974 
Equivest Lids) alain san ee uname $ 227,564 SelG 2275, 
Coverall/Aluminutmi lta ase eee ele 136,786 112,887 
Equivest SecuritiesiLtd, 0.2 Sune 8,608 6,680 
Triare Development Associates Ltd. (a) = 51,699 


$372,958.) $2 333544 


(a) The principal asset of Triare Development Associates Ltd. was a 
$51,689, 6% promissory note, due from the controlling 
shareholders of Abacus Cities Ltd. During 1975, this note was 
repaid and additionally, the Company exercised its option to 
acquire all of the outstanding common shares of Triare Develop- 
ment Associates Ltd. for the sum of $30. 


NOTE 6 — REVENUE PRODUCING PROPERTY INVESTMENTS 


1975 1974 
Land, buildings and chattels, at cost ... $ 4,223,921 $ 3,963,686 
Accumulated depreciation .......... 16,475 11,836 
igs $ 4,207,446 $ 3,951,850 


Accounts Receivable from contracts ...... $ 5,815,183 
Deposits oniGontracts, iia siauieiieci ine einen (1,002,273) 
$ 4,812,910 
(b) Total Accounts Receivable is comprised of: 
1975 1974 

Accounts Receivable from 
contracts — (a) above ..... $5,815,183 $ 3,955,884 
Notes Receivable (i) ....... 483,685 38,109 
Other eee oases een ee 382,160 130,566 


$ 6,681,028  $ 4,124,559 


(i) Notes receivable include notes due from officers of the 
Company of $335,500 in 912% promissory notes payable in 
annual installments of $55,917 from 1976 to 1981, pursuant 
to stock purchase plans, and $11,109 in 8%2% promissory 
notes payable September 30, 1976. 


NOTE 4 — PROJECTS UNDER DEVELOPMENT 


Costs on Projects Under Development are not necessarily incurred at 
the same rate as related revenues are recognized on the contracts. 
Accordingly, costs matched with these revenues and charged to ear- 
nings do not normally reflect total costs incurred to date. These 
amounts are determined as follows: 


Total costs incurred to date on projects under 


development durimg 1975 18 e Januin acne ave $20,772,426 
Costs of work completed and charged to earnings 

to December STi1975) sie ele eie ponte eet ani omen 17,344,003 

($12,250,188 in 1975, balance in prior years) 
Costs incurred to December 31, 1975 on uncompleted 

portions of contracts and on land held for 

future development.) 2P ey eta ie Bi ka i Mh ale $ 3,428,423 
The above total is comprised of: 
Building Contracts” :i\.aitaeseteme nin beh eeene ets $ 59,649 
Vand Contracts sia: Sek wen einer eren ae aren earners 1,870,364 
Land Held for Future Development (Note 9) ........ 1,498,410 

$ 3,428,423 


f 
(a) Propérty investments are carried at cost, including development 
expenses and cost of acquisition of partnership interests in ex- 
cess of the carrying costs of the properties acquired. 


(b) The properties have been appraised at $6,118,500 by Colin 
G. Dick, A.A.C.I., F.R.I. in a report dated July 21, 1975. The 
$1,894,579 excess of appraised value over cost has not been re- 
corded in the accounts of the Company. When the current 
legislative moratorium on the conversion of properties to 
condominium title expires and the conversion of certain 
properties included above is completed, the above appraised 
excess will increase to $2,464,579. 


NOTE 7 — DEPOSITS, PREPAID EXPENSES AND OTHER ASSETS 


1975 1974 
Refundable tender deposits ..... SiPWIIS 225 baw here 
Furniture and equipment ....... 75,436 38,236 
Mortgage commitment deposits . a 55,777 
Othe Lt Se ae ea 56,801 35,361 


$ 327,462 $ 129,374 


NOTE 8 — BANK LOANS 


Bank loans are authorized to a maximum of $1,000,000, with a Cana- 
dian chartered bank. Advances under this operating line of credit are 
secured by a general assignment of Accounts Receivable together 
with a floating demand debenture on all the assets of the Company, 
ranking in priority to the debenture referred to in Note 10. Early in 
1976, interim project financing loans were authorized for a further 
$2,500,000. 
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NOTE 9 — MORTGAGES AND LAND AGREEMENTS PAYABLE 


(a) 1975 1974 
Land 
Agreements Mortgages Total Total 


Development 

contracts ... $ 960,341 $ 2,763,964 $ 3,724,305 $ 3,035,777 
Land held for 

future 

development 

(Note 4) .... 1,175,000 168,600 _ 1,343,600 792,515 


$ 2,135,341 $ 2,932,564 $ 5,067,905 $ 3,828,292 


The debt relating to development contracts results from the 
Company arranging interim financing for projects under develop- 
ment. Upon completion of these projects, permanent mortgages are 
assumed by the clients for whom these projects are developed and 
the proceeds from such mortgages are advanced to the Company to 
retire the interim financing and the accounts receivable due from 
these clients. 


Dee Land Mortgages on Mortgages on 
(b) Principal Agreements Projects Under Revenue Producing 
maturities are " 4 
Bee i t bd ie: Payable Development Properties 
1976 S$ 7774231 $ 1,907,884 $ 389,187 
1977 1,358,110 613,814 556,352 
1978 ae 2,478 32,412 
1979 —— 408,748 35,428 
1980 a a 38,727 
Subsequent _ = 2,222,876 


$ 2,135,341 $ 2,932,564 $ 3,276,982 


Mortgages on revenue producing properties bear interest at rates 
varying from 7% to 15% (average 10.85%). 


It is the policy of management to renew or replace mortgages as they 
mature at the then prevailing terms. 


NOTE 10 — DEBENTURE PAYABLE 


The debenture outstanding at December 31, 1975, is authorized for 
$100,000, at 18% interest, to a Canadian financial institution, due July 
1, 1976. It is secured by a floating charge on all the assets of the Com- 
pany, ranking subordinate to the debenture referred to in Note 8. 


NOTE 11 — DEFERRED INCOME TAXES 


(a) Income taxes otherwise currently payable (1975 — $1,316,900; 
1974 — $461,100) have been deferred to future periods by reason 
of: 

(i) Capital cost allowances claimed in excess of depreciation 
recorded in the accounts. 

(ii) Development expenses relating to revenue producing 
property investments deducted for income tax purposes 
while capitalized for accounting purposes. 

(iii) Deferring the recognition of contract profits for income tax 
purposes, until final completion of the contracts or until 
the balance of the sales price is received. 
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(b) The Company has been re-assessed income taxes of ap- 
proximately $27,600 with respect to prior years. To the extent 
that the deferral claimed may be disallowed, the Company ex- 
pects to claim additional Capital Cost Allowances rather than 
pay the tax currently. Accordingly, the original deferred tax 
liability has not been changed to reflect any taxes currently 
payable. 


NOTE 12 — INTEREST OF LIMITED PARTNERS 


Each limited partnership wrote off to partners, all items deductible 
under the Income Tax Act when its projects were developed. It is the 
policy of Abacus Cities Ltd. to capitalize its share of certain of these 
development costs for accounting purposes. Accordingly, on a con- 
solidated basis, the interest of limited partners will be negative to the 
extent that the limited partners’ share of these allocated tax deducti- 
ble costs that are not capitalized by Abacus Cities Ltd. exceed the 
limited partners’ share of initial capital contributions and subsequent 
earnings. 

The Company follows a policy of acquiring the interests of its limited 
partners as they become available. 


NOTE 13 — CAPITAL STOCK 


(a) Authorized: 
1,500,000 common shares without nominal or par value 
200,000 non-participating, voting, convertible common 
shares, Class‘‘A’’, without nominal or par value 
50,000 Class ‘‘A’”’ preference shares with a par value of 
$10 each, of which: 

18,000 are designated 742% cumulative, 
redeemable Class “A” preference 
shares, first series and 

23,700 are designated 8% cumulative, re- 
deemable, convertible Class ‘“A’’ pre- 
ference shares, second series, and 

8,300 are designated 612% Cumulative, re- 
deemable, convertible Class “A” 
preference shares, third series. 


(b) Issued and fully paid: 


1975 1974 
459,474 common shares 
(1974 — 351,046 shares) ..... $ 1,006,723 Sa 5YBy 5211 
112,504 common shares, Class ““A”’ 
(1974 — 150,002 shares) ... 3 3 


11,870 8% Class “A” preference 
shares, second series (1974 
— 12,490 shares) ........ 118,700 124,900 


$ 1,125,426 $ 698,424 


(c) Common Shares 


Number of 
Shares Amount 

Balance at December 31, 1974 351,046 ih | SVAN, 
Issued during the year for cash 70,000 427,000 
Conversions to common shares of: 

Preference shares, second series 930 6,202 

Common “A” Shares .... 37,498 i Noor 
Balance at December 31, 1975 459,474 $ 1,006,723 
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(d) 


Class ““A’’ Common Shares 

200,000 non-participating, voting, convertible common shares, 
Class ‘‘A” were issued in 1970 as a performance incentive 
program for management personnel. All of the performance 
requirements were achieved in 1974, and all of these shares were 
then available for conversion into ordinary common shares. Not 
more than 25% of the unconverted shares may be converted in 
any one year until less than 50,000 shares remain unconverted, at 
which time, they are all convertible. This is expected to occur in 
1979. 

During 1975, 37,498 of these shares were converted to ordinary 
common shares. Early in 1976, a further 28,123 of these shares 
were converted. 

Preference Shares — Second Series 

The 8% Class “A” preference shares may be converted to com- 
mon shares on the basis of one and one-half common shares for 
each preference share until June 15, 1978 or the date fixed by the 
Company for redemption of such shares, whichever is earlier. 
The shares may be redeemed, at the Company’s option, at a 
price of $10.35 per share until February 15, 1976. In February 
1976, 11,820 of these shares were converted to 17,730 ordinary 
common shares and the remaining 50 preference shares were 
redeemed. 

One partner of Fourteenth Enterprises had an option to ex- 
change any portion of his partnership interest for a maximum of 
10,342 common shares prior to December 31, 1975. This option 
was not exercised and consequently has expired. 


NOTE 14 — CONTINGENT LIABILITIES 


(a) The Company has guaranteed a bank loan of an associated com- 
pany which, at December 31, 1975, was $34,987. 

(b) The Company is contingently liable with respect to letters 
of guarantee issued by a Canadian chartered bank totalling 
$149,162, the majority of which are issued to secure mort- 
gage commitments. 

(c) The Company is contingently liable for the debts of its co- 
owners in the partnerships in which it is the general partner and 
in the joint ventures in which it participates, but against such 
contingent liabilities the Company would have a claim against 
the partnership or joint venture assets of its co-owners. 


NOTE 15 — STATUTORY AND OTHER INFORMATION 


(a) The aggregate direct remuneration paid or payable to Directors 
and Senior Officers of the Company for the year ended 
December 31, 1975 was $218,790 (1974 — $198,959). 

(b) The Company, its operations and employees are subject to the 
provisions of the Anti-Inflation Act. 


NOTE 16 — FULLY DILUTED EARNINGS PER SHARE 


If it were were assumed that, as at January 1, 1975, the 11,870, 8% Class 
“A” preference shares, second series, had been converted to 17,805 
common shares, and all of the 112,504 non-participating, voting, con- 
vertible common shares, Class “A’’ were converted to ordinary com- 
mon shares, the earnings for 1975 would have been $2.78 per share 
(1974 — $1.15 per share). 


AUDITORS’ REPORT 


To The Shareholders, 
Abacus Cities Ltd. 


We have examined the consolidated 
balance sheet of Abacus Cities Ltd. as at 
December 31, 1975 and the consolidated 
statements of earnings, retained ear- 
nings, cash flow from operations and 
changes in financial position for the year 
then ended. Our examination included a 


general review of the accounting 
procedures and such tests of accounting 
records and other supporting evidence 
as we considered necessary in the cir- 
cumstances. 


In our opinion these consolidated finan- 
cial statements when read in conjunction 
with the notes thereto, present fairly the 
consolidated financial position of the 
companies and partnerships as at 
December 31, 1975 and the results of 


their operations and the changes in their 
financial position for the year then end- 
ed, in accordance with generally 
accepted accounting principles applied 
on a basis consistent with that of the 
preceding year. 


MacGillivray & Co. 
CHARTERED ACCOUNTANTS 
Calgary, Alberta 
March 8, 1976 
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8 story townhouse 


CONSTRUCTION PHILOSOPHY 


Abacus is involved in both the acquisition of properties and the development of real estate. 
Whether a property is acquired or developed by the Company, it may either be sold or retained by 
the Company in its portfolio. If the property development involves construction of custom 
buildings, the Company may utilize outside general contractors to perform the construction. The 
Company’s basic philosophy with respect to construction which it undertakes itself is twofold: 


1. When sales are involved, the Company attempts to sell in advance and obtain the initial con- 
sideration in advance, to such an extent that the client becomes the developer and Abacus’ 
relationship is largely one of provision of development services by contract. 


2. The type of building is one which can be repeated many times. In the case of our standard 
duplex, patio home units, and stacked townhouse units, costs are predictable, major cost savings 
arise, the construction and design times are substantially reduced, and market success and the 


quality of construction and design are more certain. 
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William H. Rogers, 

Senior Vice President, Secretary, and 

General Manager, B.C. Lower Mainland Dr. Kenneth D. Rogers, 
Region. President and Treasurer. 
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John J. Berrington, 
Comptroller. 


Pal A. Levitt, 
| Vice President and General Manager, J.F. (Alan) Cornwall, Ron R. Sawchuk, 
| Vancouver Island Region. 


Leo Theofan, Wendell H. Laidley, Donald N. Palser, 
Vice President and General Manager, General Manager, Northern Alberta Region. President and General Manager, Equivest Ltd. 
Properties. 


<CALGARY 


@ COMPLETED PROJECTS — MANAGED BY ABACUS 


MB COMPLETED PROJECTS — OWNED AND MANAGEL 
BY ABACUS. 


4 PROJECTS UNDER DEVELOPMENT 
@ PROJECTS DEVELOPED AND SOLD BY ABACUS 
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HEAD OFFICE 
1100 Rocky Mountain Plaza, 615 Macleod Trail S.E. 
Calgary, Alberta T2G 4T8 Telephone (403) 263-4960 


EDMONTON OFFICE 
Suite 630, 10036 Jasper Avenue, Edmonton, Alberta T2) 2W2 
Telephone (403) 429-2521 


KAMLOOPS OFFICE 
5th Floor, 175 Second Avenue, Kamloops, B.C. V2C 5W1 
Telephone (604) 374-5193 
VANCOUVER OFFICE 
Suite 200, 125 East 13th Street, North Vancouver, B.C. V7L 2L3 
Telephone (604) 984-9511 
VICTORIA OFFICE 
Suite 202, Hartwig Court, 1208 Wharf Street, Victoria, B.C. V8W 118 
Telephone (604) 388-6461 
AFFILIATED COMPANIES 
Equivest Ltd. 
Coverall Aluminum Ltd. 
TRANSFER AGENT AND REGISTRAR 
The Royal Trust Company 
600 - 7th Avenue S.W., Calgary, Alberta T2P 0Y6 


AUDITORS 

MacGillivray & Co. 

10th Floor, Pacific 66 Plaza, Calgary, Alberta T2P OT8 
COMMON SHARE LISTING 

Alberta Stock Exchange 


ANNUAL MEETING 


The Annual Meeting of Abacus Cities Ltd. will take place on Friday, April 9th, 


1976 at 3:00 P.M. in Macleod Hall ‘D’ of the Calgary Convention 
Centre, Calgary, Alberta 
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